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For the reader
The Spring 2016 Economic Survey is pre-
pared as background material for the Gov-
ernment’s spending limits decision. It of-
fers projections of Finland’s economic out-
look for 2016–2018. In addition to short-
term prospects, the Economic Survey in-
cludes mediumterm projections extending to
2020.
The forecast and trend projections in the
survey are prepared independently by the
Ministry of Finance Economics Department
based on the Act on the implementation of
the Treaty on Stability, Coordination and
Governance in the Economic and Monetary
Union and on multi-annual budgetary frame-
works (869/2012).
The forecasts are based on provisional na-
tional accounts data for 2015 published by
Statistics Finland in March 2016 and on
other public statistical sources available on
22 March 2016. Both the short-term and
medium-term projections take account of the
decisions taken by the Government in its
spending limits discussions on 5 May 2016.
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Summary
The Finnish economy posted GDP growth of
0.5% in 2015, after three years of recession.
In early 2015 the main drivers of slow growth
were exports and consumption, towards the
end of the year the principal driver was in-
vestment.
In 2016 the Finnish economy is expected to
grow by 0.9% from last year.
The growth outlook for the global econ-
omy and trade is modest. World trade will
increase by 3% in 2016, accelerating only
slightly to 5% in 2018. The performance of
exports will remain weaker than global trade,
and therefore Finland will continue to lose
market shares. Lower energy prices, and oil
prices in particular, are bolstering the growth
prospects of energy-intensive economies such
as Finland. The sharpest falls in energy and
raw material prices have bottomed out, and
the price of oil will start to move moder-
ately higher. In 2017 consumer prices will
accelerate to 1.3%. Nominal earnings will
rise annually by around one per cent over the
outlook period. Assuming that these projec-
tions are accurate, Finnish competitiveness
will improve in comparison with Sweden and
Germany, for instance.
Investment will return to clear growth in
2016 and continue to grow on a broad base
throughout the outlook period. Private con-
sumption growth will be supported this year
by moderate price trends. In 2017–2018 con-
sumption growth will continue to outpace
real income growth on the back on strength-
ening consumer conﬁdence. Projections for
2017 and 2018 forecast muted GDP growth
at 1.2%. During the forecast horizon the
Finnish economy will grow slightly faster than
potential output, and therefore the negative
output gap will shrink.
The number of persons employed will turn to
growth of 0.3% in 2016 as the economy con-
tinues to rebound. Employment will improve
throughout the outlook period, and the un-
employment rate will drop back to 8.7% by
2018.
Finnish public ﬁnances have been running a
deﬁcit since 2009. The general government
budgetary position will improve in the years
ahead in response to ﬁscal adjustment and re-
bounding economic growth, but nonetheless
remain in deﬁcit. General government debt
to GDP has long been rising, and the same
trend is set to continue. Finland’s budgetary
deﬁcit came within the 3% of GDP target
as set out in the EU Treaty, but public debt
remains in breach of the 60% limit.
Central government has the largest deﬁcit
of all general government sectors, although
its deﬁcit is shrinking. Local government
ﬁnances will also remain ﬁrmly in deﬁcit,
and other social security funds are gradually
moving back to balance. Earnings-related
pension institutions are running a deﬁcit of
around 1% of GDP.
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Domestic economy
* Download image in PDF-format.1
Finland’s GDP in 2016 is forecast to show
growth of 0.9 %. Over the outlook period
the Finnish economy will grow slightly faster
than potential output, and therefore the neg-
ative output gap will shrink.
* Download image in PDF-format.2
Household real income growth will slow to-
wards the end of the forecast period due to
higher inﬂation. Private consumption will in-
crease more than real income because of im-
proving consumer conﬁdence. Private con-
sumption will increase almost one percent per
year 2017-2018.
* Download image in PDF-format.3
In 2015 the number of persons employed will
be 0.7% lower than last year, and the annual
average unemployment rate is predicted to
come in at 9.6%. The sharp rise in long-term
and structural unemployment is a particular
cause for concern.
1http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2013/09/ZINE_2_Gross-domestic-
product_32516_Mark_EN.pdf
2http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2013/09/ZINE_1_Private-consumption-and-real-
wages_32516_Mark_EN.pdf
3http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/15_1_Employment_32517_Laura_EN.pdf
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* Download image in PDF-format.4
Investment is estimated to rebound to broad-
based growth in 2016, reaching in average
around 5%. The main drivers now are con-
struction investment and investment in ma-
chinery, equipment and transport equipment.
Investment forecasts for 2017–2018 predict
growth to slow to around 3%.
4http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/13_5_Investments_32517_Laura_EN.pdf
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Foreign trade and competitiveness
* Download image in PDF-format.5
It is projected that exports will return to mod-
erate growth, mainly on the back of a slight
rebound in world trade and rebounding eco-
nomic growth in Finland’s most important
export markets. Improving price competitive-
ness will also support the growth of exports.
* Download image in PDF-format.6
When measured by unit labour costs, Finnish
competitiveness improved slightly in 2015
compared with the euro area average. Over
the outlook period Finnish unit labour cost
competitiveness will continue to improve as
wage growth remains moderate and as labour
productivity starts to increase.
* Download image in PDF-format.7
The current account deﬁcit decreased rapidly
during 2015. Over the outlook period the
trade and current account surpluses will re-
main close to balance. Over the outlook pe-
riod export prices will follow the same trends
as in rival countries. The improvement in the
terms of trade will therefore come to a halt
and therefore no longer contribute to improv-
ing the current account surplus.
5http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/11_2_World-trade_32579_Mirjam_EN.pdf
6http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/12_2_Unit-labour-
costs_32579_Mirjam_EN.pdf
7http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/12_3_Current-
account_32579_Mirjam_EN.pdf
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* Download image in PDF-format.8
Inﬂation is going to remain slower than usual
over the forecast period. The inﬂation fore-
cast for the current year is 0.3 % as measured
by the national consumer price index. The
corresponding ﬁgures for 2017 and 2018 are
1.3 % and 1.5 %, respectively. The forecast
is based on assumptions of slightly increas-
ing import and crude oil prices, low interest
rates, a slightly weakening euro, and moder-
ate wage increases.
8http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/16_1_Consumer-price-index-and-index-of-
wage-and-salary-earnings_32579_Mirjam_EN.pdf
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Public ﬁnances
* Download image in PDF-format.9
Finnish public ﬁnances have been running a
deﬁcit since the end of the last decade. The
budgetary position is set to improve slowly in
the years ahead, but still threatens to remain
in deﬁcit. To achieve long-term sustainabil-
ity in general government ﬁnances, the bud-
getary position should recover to show a sur-
plus of around 2 % of GDP by the end of the
decade.
* Download image in PDF-format.10
General government debt increased to over
EUR 130 billion last year. At the same time,
debt-to-GDP breached the EU’s 60% limit for
the ﬁrst time during Finland’s EU member-
ship. In eight years, general government debt
has more than doubled and the debt ratio
risen by 30 percentage points. The debt ra-
tio will continue to climb in the years ahead,
albeit at a slower rate.
* Download image in PDF-format.11
It is forecast that the structural balance will
slightly deteriorate in 2016, in contrast to the
conclusion suggested by an examination of
individual measures. However, the structural
balance will improve moderately tarting from
2017.
9http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/21_1_The-ﬁnancial-balance-of-general-
government-subsectors_32516_Mark_EN.pdf
10http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/21_4_General-government-
debt_32516_Mark_EN.pdf
11http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/21_3_General-government-ﬁnancial-balance-
and-cyclically-adjusted-balance¹_32516_Mark_EN.pdf
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* Download image in PDF-format.12
The expenditure to GDP ratio or the expendi-
ture rate continued to rise last year. A major
contributing factor was the growth of unem-
ployment-related expenditure, but slow GDP
value growth and rising ageing-related expen-
diture also made an impact. The expenditure
rate will stop rising during the forecast pe-
riod in response to the Government’s adjust-
ment measures and the slowdown of unem-
ployment expenditure growth. It is predicted
that the tax rate will fall slightly over the
outlook period.
12http://verkkojulkaisut.vm.ﬁ/wp-content/uploads/2016/04/22_1_Central-government-revenue-and-
expenditure_32517_Laura_EN.pdf
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Inquiries
Mr. Mika Kuismanen,
Head of the Forecasting Unit,
tel. +358 40 502 5107,
+358 2955 30021
Information on Public Finances:
Mr. Mikko Spolander,
Head of the Stability Unit,
tel. +358 40 558 7457,
+ 358 2955 30006
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Reading instructions and printable version
This digital publication is readable on all de-
vices regardless of their operating system or
screen size (computers, tablets, smartphones
and TV receivers with a web browser). The
content of the publication is automatically
scaled to the currently active screen size.
You can enlarge pictures and diagrams to full
screen size by clicking them.
When reading the publication on your com-
puter, you can easily move from one page
to another using the keyboard arrow keys,
and on a touch-screen device by swiping the
screen to the right or left.
You can open a printable PDF version by
clicking here.
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Feedback
How did you like our web publication?
Please share your opinion with us at Julka-
isutuotanto@vnk.ﬁ14.
14Julkaisutuotanto@vnk.ﬁ
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